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SUBJECT: SHERIFF'S DEPARTMENT - INMATE WELFARE FUND FINANCIAL/
COMPLIANCE AUDIT - FISCAL YEARS 201 1.12 THROUGH 2013.14

The lnmate Welfare Fund (lWF) is administered by the Sheriff's Depaftment (Sheriff),
and governed by the lnmate Welfare Commission (Commission). The Commission is
comprised of private citizens appointed by the Sheriff. The IWF receives profits from
sales of items and services to inmates and the public (e.9., commissary sales, inmate
telephone services, etc.). IWF monies are used for the benefit, education, and welfare
of inmates, and for jail maintenance.

At the Sheriff's request, we contracted with an outside Certified Public Accounting firm,
BCA Watson Rice LLP (BCAWR), to conduct a financial/compliance audit of the IWF for
Fiscal Years 2O11-12 through 2013-14. BCAWR's audit was intended to express an
opinion on the IWF's financial statements, and determine whether the Sheriff properly
accounted for and disbursed IWF funds. BCAWR conducted the audit under the
Aud itor-Control ler's Master Agreement.

Review mmarv

BCAWR's attached report indicates that the IWF's financial statements present fairly, in
all material respects, the financial position of the IWF as of June 30, 2012, 2013, and
2014, and the results of its operations and the changes in its net financial position for
the years then ended.
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As part of the audit, BCAWR reviewed the IWF's internal controls over financial
reporting and did not identify any deficiencies that they consider to be material
weaknesses. BCAWR tested the IWF's compliance with certain provisions of laws,

regulations, contract agreements, and other matters, including California Penal Code
Section 4025. BCAWR noted no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

During the course of their review, BCAWR made recommendations for the Sheriff to
automate the preparation of Commission reports, and to prepare and submit three
additional informational reports to the Commission. BCAWR discussed the results of
their review with Sheriff's representatives, who generally agreed with the
recommendations.

Prior Aud it Reoorts

BCAWR indicated that two outstanding recommendations from prior IWF audit reports
(Fiscal Years 2004-05 through 2006-07) are partially resolved.

Details of BCAWR's recommendations and the Sheriff's responses on both the current
and prior recommendations are discussed in Exhibits B through E (Pages 26, 27, and
32 o136) of BCAWR's attached report.

lf you have any questions please call me, or your staff may contact Robert Smythe at
(213) 253-0100.

JN:AB:RS:MP

Attachment

c: Sachi A. Hamai, Chief Executive Officer
Jim McDonnell, Sheriff
Public lnformation Office
Audit Committee
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COUNTY OÍ'LOS ANGELES
SHERIFF'S DEPARTMENT INMATE }VELFARE FUND

FINANCIAL STATEMENTS AND INDEPENDENT AI.JDITORS' REPORT
FOR THE YEARS ENDED JUNE 30,2014,2013 AND 2012
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INDEPENDENT AUDTTORS' REPIORT

Jim McDonnell
Sheriff
County of Los Angeles
los Angeles, California

Report on the Financial St¡tements

We have audited the accompanying financial statements of the County of Los Angeles Sheriffs
Departnent Inmate Welfa¡e Fund (IIWF), a fund of the County of Los fuigeles, as of and for the
fiscal years ended June 30,2014,2013, and 2012, and the relatcd notes to the fin¡ncial staterients,
which collectively comprise the IWF's financial staternents as listed in the table of contents.

l|Ianagement's Responsibilíty for the Fînøncial Slal¿menß

The IWF's management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the ted States of
America; this includes the desigr¡ implernenaüon, and maintenance of intemal control rslevant to
the preparation and fair presentation of the financial statements that are ftee from material
misstatement, whether due to fraud of error.

Audílor's Responsibilily

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted or¡¡ audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Støndards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable sssurance about whether the financial statements sre
ftee frorn material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected dçend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor consid€rs intemal control relevant to the entity's
preparation and fair presentation of the financial statements in o¡der to desigr audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the IWF's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies r¡sed and the reasonableness of
significant accounting estimatas made by management, as well as evaluating the overall presentation
of üre financial statements.

BCAffißnNcCUP
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Vy'e believe that the audit evidence we have obtained is suffrcient and appropriate to provide a basis
for our audit opinion.

Opínion

In our opinion, the financial stâtements referred to above present fairly, in all material respects, the
financial position of the IWF as of June 30,2014,2013 and 2012, and the results of its operations
and the changes in its net financial position for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

Othe r Rep ortíng Requíred by G overnment .Å udìlíng Støndards

In accordancewith Government Auditing Standards, we have issued our report dated August 3,2015,
on our consideration of the IWF's ìnternal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contract agreements, and other matters. The
purpose of that report is to describe the scope of our testing of intemal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Governntent Auditing Støndards in considering the IWF's internal
control over financial reporting and compliance.

Wfr til/n'^%n¿,LtP

Tonance, CA
August 3,20L5
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SHERTFF'S DEPARTMENT INMATE WELFARE FT]ND

BALANCE SHEET
JUNE 30, 2014, 2011 A¡¡D 2012

2014 2013
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20t2
Assets

Assets

Equity in cash and pooled investments

Interest receivable

Due ftom County of Los Angeles

Total assets

Liabilities and Fund B¡lance
Liabilities

Vouchers payable

Due to County of Los Angeles

Total liabilities

Fund Balance

Committed

Unassigned

Total net assets

Total liabilities and fund balance

ï 44,0s9,326 $ 48,698,476

g 42,996,4t4

80,627

982,285

g 44,407,999

36,t26

4,254,362

$ 50,308,684

22,102

I,046,065

$ 51,376,851

$ 1,050,055

3,596,295

s 5'76,804

5,565,858

$ 838,736

2,835,026

3,6't3,7624,646,350 6,t42,662

27,261,928

12,151,048

26,146,613

16,409,201

26,0t3,798

21,689,291

39,4r2,976 42,555,914 47,703,099

s 44,059,326 S 48,698,476 $ 51,376,851

Tho accompauying notes are an integral part of these finanoial statements.

3
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COUNTY OFLOS AIYGELES
SHERIF'F'S DEPARTMENT INMATE WELF'ARE FUND

STATEMENT OF REVENIJES, E)(PENDITTJRES AIID CHANGES IN FUND BALANCE
FOR TIIE FISCAL YEARS ENDED JUNE 30, 20t4,2013 AND 2012

20r4 2013 2012

Revenues

Commissions

Hacienda La Puente Education program refund

Inveslment income

Miscellaneous

Total revenues

$ 33,639,533 $ 34,099,291

34,645,176 35,050,451 38,464,828

276,868

728,775

310,845

640,315

s 31,654,487

5,803, I 26

392,916

6t4,299

Expenditures

Food

Technical services

Maintenaoce-building and improvements

Computing mainframe

Professional services

Administrative servi ces

Equipment

Office expenses

Small tools and minor equipment

Special department expense

Maintenance+quipment

Computing personal

Rents and leases - equipment

Clothing and personal supplies

Telecommunications

Communications

Household expenses

Transpofation and travcl

Training

Medical, dental and laboratory supplies

Computing midrange departmeutal systems

Agricultural

Memberships

lnforsration tecbnology serviccs

Miscellaneous

Total operating expenses-carried forward

10,441 ,385

6,313,639

4,840,415

4,330,865

r,599,682

r,233,431

943,285

904, I 58

856,985

625,846

591,529

371,969

373,248

296,416

196,963

166,50'7

74,944

54,288

52,880

33,137

27,562

70,137,695

7,975,457

4,615,122

4,887,t36

791,841

1,270,817

r,619,523

435,894

830,228

547,88 I
400,361

90,256

64,680

273,304

462,526

136,347

l 03,910

24,377

18,583

40,661

3,1,7e

7,t41

9,s50,203

8,423,79r

4,764,987

63,943

2,452,89r

949,001

370,789

284, I 50

464,746

499,459

552,t1',7

r29,754

108,487

162,7t3

r6t,236

r48,476

179,415

30,469

I,400

I1,936

5,960

48

22,r94

2262,326 2,693

$ 34.333,460 s 34,739,6t2

The accompanying notes are an integral part of these financial statements.

4
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20t2

STATEMENT OF REVENUES, EI(PENDTTURES AUD CHÄNGES rN FtmD BALAT¡CE
FORTHX FISCAL YEARS ENDED JIJNE 30,2014,2013 AND 2012

2014 20t3

Total operating expenses-brought forward $ 34,333,4ó0 fi 34,739,6t2 $ 29,338,381

Excess of revenues over expenditures 3ll,716 310,839 9,126,447

Other financing sources (uses)

Transfers-out to County oflos Angeles general fund (3,542,156) (5,543,292\

Excess (deficit) ofrevenues over expenditures and other
f,rnancing uses

(3,230,440) (s,232,4s3) 6,438,447

Fund balance at beginning ofyear, as originally stated

Prior-period adjustments (Note 9)

Fund balance at beginning ofyear, as restated

Fund balance at eud ofyear

42,643,416 47,78E,267 41,264,642

42,555,814

87,602

47,703,089

85,179

40,910,855

3s3,787

$ 39,412,976 $ 42,555,814 $ 47,703,089

The accompanying notes are an integral part of these financial statements.

5
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COT]NTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS EIYDED JUNE 30, 2014,2013 At[D 2012

NOTE T _ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the County of Los Angeles Sheriff s Dçartment Inmate Welfare Fund
(IWF) have been prepared in conformity with accounting principles generally accepted in the United
States of America. The accounting policies of the IWF conform to accounting principles generally
accepted in the United States of America as applicable to goverunental units. The following is a
summary of the more significant of such policies,

F in an cí a I Rep o rti ng E ntity

The IWF was established pwsuant to the State of California Penal Code Section 4025, The major
sources of revenues of tle IWF are composed of commissions received ûom contracted telephone
services and commissary sales and vending machine sales which are for the inmates' use and benefit.
Additionally, the IWF receives reimbursement from Hacienda La Puente Unifìed School District for
ADA (average daily attendance) money that it receives from the State for inmates that receive
educational services. The expenditures of the IWF are govemed by the California Penal Code
Section 4025 whicb states that "The money and property in the inmate welfa¡e fund shall be
expended by the sheriff primarily for the benefit, education, and welfare of the inmatos conhned
within the jail. Any funds that are not needed for the welfare of the inmates may be expended for the
maintenance of county jail facilities. Maintenance of county jail facilities may include, but is not
limited to, the salary and benefits of personnel used i¡ the programs to benefit the inmates, including,
but not limited to, educatior¡ drug and alcohol treaünent, welfare, library accounting, and other
pro$ams deemed appropriate by the sheriff."

Starting with the fiscal year beginning July 2000, and as required by the State of California Penal
Code Section 4025, fifty-one percent (51%) of the annual IWF revenue was assigned solely and
exclusively to programs for the bonefit, welfare, rehabilitation, and education of jail inmates. The
remaining forty-nine percent Ø9%) of the annual IWF revenue is earmarked solely for jail
maintenance.

The Inmate 
.Welfare 

Commission (IWC) oversees the expendifures for inmate programs, including
but not limited to educational, rehabilitative and other expenditures for the welfare and benefit of the
inmates. The Sheriffls Correctional Services Division, County Counsel Representative, and Budget
Authoriry oversee the expenditures for jail maintenance.

6
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COTINTY OF' LOS ANGELES
SHERIFF'S DEPARTMENT INMATE }VELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR TIIE FISCAL YEARS ENDED JUNE 30,20L4,20t3 AND 2012

NOTE r - SUMMARY OF SIGMFICANT ACCOUNTING POLICIES (Continued)

Basís of Accountìng

The govemmental fund financial statement is presented on the modifred accrual basis of accounting.
Under the modified accrual basis of accounting, revenuss are recorded when susceptible to accrual
(i.e,, both measurable and available). "Available" means collectible within the cuÍent period or
within 60 days after year-end. Expenditures are recognized under the modified accrual basis of
accounting when the related liability is incurred. The exception to this general rule is that principal
and interest on general obligation long-term debt, ifany, is recognized when due.

Bøsis of Presentøtion

The IWF is repoled as a special revenue govemmental q¡pe fund of the County of Los Angeles.
Special revenue funds are used to account for the proceeds of specific revenue sources that are
legally restricted to expenditures for specific purposes. Governmental funds are presented using the
flow of current financial resources measurement focus, Generally this means only curent assets and
current liabilities are included on the balance sheet. Governmental fund operating statements focus
on measuring changes in financial position, rather than net income. The operating stâtement presents
increases (rcvenues and other financing sources) and decreases (expenditues and other financing
uses) in net current assets, The unassigned fund balance is a measurement of available spendable
resources.

Eslimales

The preparation of financial statements in conformity with accounting principlas generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amount of certain assets and liabilities and disclosu¡e of contingent assets and liabilities
at the date of the basic financial statements, and the related reported amounts of revenues and
expendiíues/expenses during the reporting period. Actual results could differ from those estimates.
Management believes that the estimates a¡e rrasonable.

7
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COT]NTY OF LOS ANGELES
SEERIFF'S DEPARTMENT INMATE \ryELFARE FTJ}ID

NOTES TO TIIE FINAI\CIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JLJNE 30, 2014,2Ot3 AI\D 2012

NOTE I - SLJMMARY OF SIGNIFICANT ACCOUNTING POLICTES (Continued)

Concentration ol Sources of Revenues

The majoriry of the IWF's revonues are derived from commissions from a few telephone and vending
machine companies. For the fiscal years ended June 30,2014,2013 and 2012, the percentages of
revenue received from each of the following companies to total revenues were as follows.

Percentage to Total Revenue

Revenue Source 2014 2013 20t2

Commissions
Telephone Co¡nmission - Global Tel*Link Corporation and Public

Conrmunication Services, Inc.

Hacienda La Puente Education Program Fund

Commissary Commissiou-Keefe Commissary Network

Vending Machine Com¡nission -'Compass Group

Other-Reve¡rues

lnvesünent income

Miscellaneous (Vocational Activities, Jail Enterprise Unit, etc.)

43% 43o/o

54o/o 54%

- o.rlYo

t4%
1s.65%

4'.lo/o

0.3s%

I%
2%

I%
2o/o

lo/o

2%

NOTE 2 . EQIIITY IN CASH AND POOLED IIYVESTMENTS

The IWF cash is included in the County's balance sheet as "Equity in Cash and Pooled Investments".
The County maintains a cash and investment pool for all funds of the County and other agencies for
which the County treasury is the depository. lnterest eamed on the pooled funds is allocated and
credited to these ftnds quarterly. Further disclosu¡es regarding the County's cash and investnents
ars included in the Notes of the County's fiscal years endod June 30, 2014, 2013 atd 2012
Comprehensive Armual Financial Report.

I
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SI{PRIFF
COT]NTY OF'LOS ANGELES

'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR TIrE FISCAL YEARS ENDED JUNE 30,2014,2013 AND 2012

NOTE3-FUNDBALA}ICE

ln the fund financial statements, the govemmental funds report the classification of fund balance in
accordance with GASB Statement No. 54 "Fund Balance Reporting and Govemmental Fund Type
Definítions." The repofed fund balances are categorized as non-spendable, restricted, committed,
assigned, or unassigned based on the extent to which the IWF Commissioners are bound to honor
conshaints on the specific purpos€s for which amounts in those fr.rnds can be spent,

Non-spendable Fund Balance - amounts that cannot be spent because they are either (a)
not in spendable form, or (b) legally or contractually required to be maintained intact.
The "not in spendable form" criterion includes items that are not expected to be
convertedto cast¡ forexample: inventories and long-term notes receivable.

Restricted Fund Balance - amounts with constraints placed on their use that are eithsr
(a) externally imposed by crediton, granton, contributors, or laws or regulations of
other governments; or (b) imposed by law through constitutional provisions or enabling
legislation. Restrictions may effectively be changed or lifted only by changing the
condition of the constraint.

Committed Fund Balance - amounts that can only be used for the specific purposcs
determined by a formal action of the Authority's highest level of decision-making
authority, the Authority's Boa¡d. Commitments may be changed or lifted only by the
Authority taking the same formal action that imposed the constraint originally. The
underlying action that imposed the limitation needs to occur no later than the close of
the fiscal year.

Assiened Fund Balance - amounts intended to be used by the Authority for specific
ptuposes that are neither restricted nor committed. The intent can be established at

either the highest level of decision making, or by a body or an official desigrrated for
that purpose.

Unassipmed Fund Balance - the residual classification for the Authority's General Fund
that includes amounts not contained in other classifications. In other funds, the
unassigned classification is used only if expenditures incurred for specific purposes

exceed the amounts restricted, committed, or assigned to those purposes.

The IWF Commissioners establishes, modifies, or rescinds fund balance commitrnents and
assignments through the adoption of the budget and subsequent amendments that occur throughout
the fiscal year.

ln circumstances when an expenditure is made for a purpose for which amounts are available in
rnultiple fund balance classifications, fund balance is generally depleted in the order of restricted,
committed, assigned, and unassigned.

I
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COTJNTY OF LOS ANGELES
SIIERIFF'S DEPARTMENT INMATE WELFARI FUND

NOTES TO THE FINA]\CTAL STATEMENTS
FOR TIIE FISCAL YEARS ENDED JTJNE TO,2OI4,2O13 AIYD 2012

NOTE4-TRANSFERSOUT

Transfers to support the operations of other funds are recorded as "Transfers Out" and are classified
as "Other Financing Uses." Transfers out to County of Los Aageles General Fund for the hscal
years ended June 30, 2014,2013, and,2012 were $3,542,156, $5,543,292, and $2,688,000,
respectively.

NOTE 5. DUE TO/FROMCOUNTY OF LOS ANGELES

Due to/from County of Los Angeles consists of expenditures and revenues that have been paid or
received on behalf of the fWF, by the County of Los Angeles and have not yet been ffansfened to the
fWF as of the end of the fiscal year. Due from County of [¡s Angeles for the fiscal years ended June
30,2014,2013, and 2072 were $982,285, 54,254,362, and $1,046,065, respectively. Due to County
of Los Angeles for the fiscal years ended Juue 30, 2014, 2013, and 2012 were 53,596,295,
$5,565,858, and $2,835,026, respectively.

NOTE 6 - EQUPMENT/CAPTTAL OUTLAYS

Capital outlay consists of expendih¡res for equipment, machinery, and vehicles. The IWF does not
capitalize these expenditures, but the County of Los Angeles (which the Inmate Welfare Fund is a
firnd of) does capitalize capital outlays. Please see the County of Los Angeles fiscal years ended
June 30, 2014, 2013 and 2012, Comprehensive Annual Financial Report for further information
regarding capital outlays.
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30,20t4,2013 AND 2012

NOTE 7. SUBSEQUENT EVENTS

The IWF had an agreement with the Hacienda La Puente Unihed School District (District) to
establish, supervise, and maintain classes for adult education and to provide testing, guidance, and
educational vocational services at the Sheriffs Facilities. The IWF made quarterly payments
throughout the fiscal year (based on an estimated amount determined prior to the start of the fiscal
year) to reimburse the District for the cost of services provided for inmates. After the fiscal year end,
the District deterrnined the actual amount expended for the IWF and took this difference and added
in the amount that the State reimbu¡sed the District for the Average Daily Attendance (ADA) of the
inmates. This amount was refunded back to the IWF.

During fiscal year 2010-2011, the IWF discontinued the adult education services provided by the
District to the inmates due to the District's inability to meet the obligation of the agreement,
partícularly the remittance of the ADA reimbursement for the fiscal years 2008-2009 and 2009-2010,
On May 17,2011, the IIVF formally informed the District of its intention to terminate its Adult
Education Services Agreement effective August 15,201 1. On May 11,2012, the IWF received
$5,803,126 from the District as reimbursement of the FY 2008-2009 ADA appofíonment. The ADA
reimbursement for fiscal year 2009-2010 of $4 million remains uncollected from the District as of the
date of this report.

NOTE 8 - AGREEMENTS AND COMMITMENTS

Inmates Education Services

On June 28,2011, the I\II/F entered into an agreement with the Human Services Consortium of the
East San Gabriel Valley, dba LA Works to provide Vocational, Life Skills and GED Preparation and
Testing Services for the inmates. The total maximum amount of the contracl is $22,734.373. The
contract expired on May 26,2014, and the total payments to LA Works up to its contract expiration
were $21,398,962.

On August 20,2012, the IWF entered into a Memorandum of Understanding (MOU) with Five Keys
Charter School (Charter School) for the education services of the inmates, whereby the Charter
School will provide the services at no cost to the County. The Charter School shall recover its cost of
providing the education services through the Average Daily Attendance (ADA) reimbursement from
the State or other independent frrnding to bc out-sourced by the Charter School. The MOU will
expire on July 30, 201 7.

il
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COI.]NTY OF LOS ANGELES
SHERIFF'S DEPARTMÈNT IXU¿.TE WELFARE FUND

NOTES TO TIIE FINA¡ICIAL STATEMENTS
JIINE 30,2014 2013 AND 2ol2

NOTE I -AGREEMENTS AllD COMIIITMENTS (Continued)

Inmate Telephone S)tstem and Senices

The IWF has a contract with AT&T, which was subsequently assigned to Global Tel*Link
Corporation on February 21,2010, in which it receives an annual amount for telephone commissions
based on the conFact terms. Effective January 1, 2011, the contract with Global Tel*Link
Corporation was extended until October 31, 201 l, in which payments of commissions to the CounÇ
is on a monttùy basis based upon actual commissions earned by the County.

On November 1,2011, a new únmate Telephone Systern and Services agreemerit was executed
between the LA County SherifPs IWF and Public Communication Services, Inc. wherein the IWF
will cam a Minimum Annual Gua¡antee in telephone comrnissions of $15 million or a monthly
telephone commission of $1,250,000 to be paid every l0th day of each month. The agreement will
expire on October 3 1, 201 6.

Food and Commissøry A{eement

The IWF has also a contract with a third parry that provides goods (food and other products
purchased by inmates) in which the vendor sells goods to the inmates and provides a commission
based on the total sales to the IWF.

NOTE 9 - PRIOR PERIOD ADJUSTMENTS

The fund balances as of fune 3A, 2014, 2013 and 2012 were restated to reflect the following
adjustnents:

2014 2013 2012

Fund balance beginning of the year, as originally stated

Prior-period adjustments:

l) Prior-year veoding machinc commission recognized in the current year

2) Prior-year web food sales commission recognized in tlre current year

3) Prior-year vocotional activities nevenue rccognized in the current year

4) Prior-year miscellaneous income recognized in the current year

Total prior-period adjustments

ß42,555,814 947,703,089 S40,910,855

301,000

87,602 85,178 351,787

Fund balance beginning of the year, as restated s42,641,4t6 $4't,'188,267 54t,264,642

77,852

9,750

16,372

68,806

13284

39,503

r2
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INDEPENDENT ATJDITORS' REPORT ON INTERNAL CONTROL OVER FINA¡ICIAL
REPORTING AI\D ON COMPLIANCE A¡ID OTHER MATTERS BASED ON A}I ATJDIT

OF FINA¡ICIAL STATEMENTS PERFORMED IN ACCORDANCE
WITII GOVERNMENT AWITING STANDARDS

Jim McDonnell
Sheriff
County of Los Angeles
Los Angeles, Califomia

We have audited, in accordance with auditing standa¡ds generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
County of Los Angeles Sheriffs Department Inmate Welfare Fund (MF) as of and for the fiscal
years ended June 30, 2014,2013, and 2012, and the related notes to the financial statements and
have iszued our report thereon dated August 3, 2015.

Internal Control over Fìnaacìal Reponing

In planning and performing our audit of the financial statements, we considered the IWF's intemal
control over financial reporting (intemal contol) to detemrine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the fWF's
intemal control. Accordingly, we do not express an opinion on the effectiveness of the fWF's
intemal control.

A defi,ciency in internal control exists when the desigrr or operation of a control does not allow
management or employees in the normal cource of performing their assigned fructions, to prevent, or
detect and correct misstatements on a timely basis. A material weqlaness is a deficienc¡ or
combination of deficiencies, in internal control, such that there is a reasonable possibility that a

material misstatement of the ñnancial statements will not be prevented, or detected and corrected on
a timely basis, A significanl deficiency is a deficiency, or a combination of deficiencies, in intemal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with govemance.

Our consideration of intemal control over financial reporting was forthe limited purpose descríbed iu
the first paragraph of this section and was not designed to identiff all deficiencies in intemal conEol
over financial reporting that might be material wealgresses or significant deficiencies. Given these
limitations, during our audit we did not identif, any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, However, material weaknesses may exist that
have not been identified.

BGAflú¡on fræut 2,l250 Hâillhoms Blvd Suiþ 150

Ton¿nce, CA 90503

t,Jwubcsw8boIrlca.com

I
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Complîance snd Other Møtters

As part of obtaining reasonable assurance about whether the [WF's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contract agreements, and other matters, including California Penal Code Section 4025,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective ofour audit, and accordingly, we do not express such an opinion. The results ofour tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards, including the requirernent of California Penal Code Section 4025.

Restríction on Use

This report is intended for the information and use of the management of the County of tos Angeles
Sheriffs Departmørt, the County of Los Angeles Board of Supervisors, Auditor-Controller, and the
Inmate Welfare Fund Commission and is not intended to be and should not be used by anyone other
than these specified parties. However, this limitation is not meant to limit the distribution of this
report which is a matter of public record.

fi,fr hlk^ Qn¿,LtP
Torrance, CA
August 3, 2015
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21250 Hswthome 8lvd. Sulte 150

Tonance, CA 90503

sril.bcawábonrice.con

Telephona: 310.792.4ô10

FacsinÍe: 31 0.792.4331

Corllllod Publlc Accounl¡¡ls ¡nd Advlsoa

Jim McDonnell
Sheriff
County of I¡s Angeles
Los Angeles, Califomia

In planning and performing our audit of the financial süatements of the County of Los Angeles
Sheriffs Departrnent Inmate Welfare Fund (IWF) for the fiscal years ended June 30,2014,2013 and
2012 on which we have issued our reports dated August 3, 2015, we considered the IWF's internal
control in order to determine our auditing procedures for the purpose of expressing an opinion on the
financial statements of the IWF and not to provide assurance on the internal conFol sbucture. Such
consideration would not disclose all matters in the intemal control structure that might be
deficiencies, significant deficiencies, or material weaknesses under standards established by the
American lnstitute of Certified Public Accountants.

A deficiency in internal contol exists when the desigrr or operation of a control does not allow
management or employees in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements in a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in intemal control, such that there is a reasonable possibility that a

material misstatement of the entity's financial statements will not be prevented, or detected and
corrected on a timely basis. We did not identi$ any deficiencies in internal control over financial
reporting that we consider to be mate¡ial weaknesses, as defined above.

During our audit, we noted no matters involving internal contol and operational matter that is
presented for your consideration.

This communicatíon is intended solely for the information and use of the management of the County
of Los Angeles SherifPs Departnenl the County of [¡s Angeles Board of Supervisors, Auditor-
Contoller, and the Inmate Welfare Commission and is not intended to be and should not be used by
anyone other than these specified parties. However, this limitation is not meant to limit the
distribution of this report which is a matter of public record.

BEAUaßon ßlcc up

fi,fr r,r.)/r^ Qø,L:-P
August 3, 2015
Torrance, Califomia
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Report on Apply¡ng Agreed-Upon Procedures
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COUNTY OF'LOS A¡IGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FTINI)

AGREED.UPON PROCEDURES
FORTHE PERIOD JLILY 1,20ll TOJUNE 30,20t4
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Tolrphonc: 310.792¡640

Facsimia: 31 0.792.4331

G¡lillod P!ùllc AccouÍhd¡ tnd ltMtols

INDEPENDENT AUDITORS' REPORT
ON APPLYING AGREED-UPON PROCEDURES

Jim McDonnell
Sheriff
County of Los Angeles
Los Angeles, Califomia

'We have perforured tbe procedures enumerated below, which were agrced to by the County of Los
A:rgeles Sheriffs Deparürent and the Auditor-Controller (County), solely to assist the County in
evaluating the internal controls over revenues and expe,nditures, and the financial reporting system of
the County of Los Angeles Sheriffs Department Inmate Welfare Fund ([WF) for the period July l,
201 I through June 30, 2014.

This engagement to apply agreed-upon procedures was perfonned in accordance with the attestation
standards established by the American Institute of Certified Public Accountants. The suffrciency of
the procedures is solely the responsibility of the çccified parties of this report. Consequently, we
make no representation regarding the sufüciency of the procedures described below either for the
purpose for which this report has been r€quested or for any other purpose.

Our procedures are enumerated below and the results of each procedure are summarized in the
exhibits of these repofs.

Procedures
Results and

Recommendations

BÊAflilson ilcs up 21250 HawllEmo BlrrË, Su¡t6 150

Tonance, CA 90503

www.bøwabonrlcs.com

Perform reconciliation and review of the Average Daily
Attendance (ADA) reimbursement received by Hacíenda La
Puente School District relating to adult educational senrices
provided to the inmates.

2. Review the financial statements formats and make
recommendations to improve flrnctionality, lay-out, ease of
understanding, terminology, and the requirement for each
statement prepared.

3. Determine if additional financial statements or reports should be
prepared and submitted to the lnmate Welfare Commission
(IWC), and whether any existing financial statements or reports
are not necessary.

Exhibit A

Exhibir B

Exhibit C
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4- Evaluate and make recommendations to strengthen the
disbursement process and intemal controls over revenue and
expenditures.

5. Review the prior agreed-upon procedures report and determine
the implementation status of prior year's recommendations
which \ilere reported as partially resolved.

Exhibit D

Exhibit E

This report is intended solely for the use of the management of the County of Los Angeles Sheriffs
Departnent, the County of Los Angeles Board of Supervisors, Auditor-Controller, and the lnmate
Welfa¡e Commission and should not be used by those who have not agreed to the procedures and
taken responsibility for the sufficiency of the procedurcs for their purposes, However, this limitation
is not meant to limit the distribution of this report which is a matter of public record.

ft,fr hlk^ Qø,Lt?
August 3,2015
Torrance, California
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Exhibit A

LOS ANGELES COUNTY
SHERIF'F''S INMATE WELFARE FUNI)

AGREED-UPON PROCEDURE,S
RECONCILIATION AND REVIE}I' OF

AVERAGE DAILY ATTENDAI\CE (ADA) REIMBURSEMENTS
BY HACIENDA LA PUENTE SCHOOL DISTRICT (DISTRICT)

FOR TIIE PERTOD JULY l, 2011 THROUGH JUNE 30,2014

There were no payments made to Hacienda La Puente School District (the District) for the period
July 1,2011 through June 30,2014. The adult education services provided by the Hacienda La
Puente School District to the inmates terminated as of August 15, 201L On May 11,2012, the IV/F
received $5,803,126 from the District as reimbu¡sement of the FY 2008-2009 Average Daily
Attendance (ADA) apportionment. The ADA reimbu¡sement for fiscal year 2009-2010 of 54 million
remains uncollected from the District as of the date of this report.

On June 28, 2011, the LA County IWF entered into an agreement with the Human Services
Consofium of the East San Gabriel Valley, dba LA Works for Vocational, Life Skill and GED
Preparation and Testing Purposes of the Inmates, as a replacement for the terminated services of the
District. The maximum amount of the contract was $22,734,373. The total paymcnts made to LA
Works up to its contract expiration on May 26,2014 totaled 521,398,962.

Orr August 20,2012, the IWF entered irtto a Meurorandurtr of Understanding (MOU) with Five Keys
Charter School (Chaner School) for the education services of the inmates, whereby the Charter
School will provide the services at no cost to the Counly. The Chartcr School shall recover its cost of
providing the education services through the Average Daily Attendance (ADA) reimbursement from
the State or other independent funding to be out-sourced by the Charter School. The MOU will
expire on July 30, 2017.

3
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LOS ANGELES COTJNTY
SIIERIFF'S INMATE WELFARE FUND

AGREED.UPON PROCEDURES
REVIEW OF FINANCIAL STATEMENTS FORMATS SUBMITTED TO

INMATE \ryELFARE COMMISSTON G\ryC)
f,'oR THE PERTOD JULY 1,20ll THROUGH JUNE 30,2014

Reports Submitted
to Inm¿te Welfare Commission

Exhibit B

Observatíons, Comments, Recommend¡tíons
and Managemeqlt! Respouse

l) Støtement of Net ¡lsseús - This statement
contains the assets (cash, interest receivable
and due f¡om other funds), liabilities (vouchers
payable and due from other funds), and net
assets (comprising the encumbrances, approved
request and the available funds). The primary
purpose of this report is to present the
rernaining available net assets, which will serve
as a guide for the Commissioners to detennine
whether funds are available when they make a

decision to approve or disapprove a fundfhg
request.

Observations:
l) We reviewed the reports as of June 30, 2014 and

noted that the amount of total assets and total
liabilities are not indicated in the report,

2) The report shows assets minus liabilities equals
total assets. It should be assets minus liabilities
equal net assets.

Management's Response:
The Department will implement changes to address
observations #l and #2.

2) Cøsh Balance Schedule - The primary
purpose of this repol is to present the
movement of the cash account f¡om the
beginning ofthe hscal year until the end ofthe
fiscal year. The ending balance is the amount
of cash presented in the Statement of Net
Assets report (no. I above)

As is, no improvements recommended

3) Cørry Over Fund - The primary puçose of As is, no improvements recommended.
this page is to suppof the amount of the carry
over fund presented in the cash balance
schedule. This report shows the difference
between the balances of the assets (except
cash) and liabilities, which is forwarded to the
Cash Balance Schedule report.

4) Antìcipated Revenue llorksheet - This
schedule presents the itemized year-todate
anticipated ¡evenue and actual reveÀue
collected. It also presents the over and under
revenue realized (anticipated versus actual)
during the year, The format of this report was
designed to assist the Commissioners in
determining at a glance how much was the
anticipated revenue and the actual amount
collected or realized. The amount of collected

As is, no improvements recommended,

4
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Exhibit B
LOS ANGELES COUNTY

SIIERIFF'S INMATE WELFARE FUNI)

AGREED-UPON PROCEDUR.ES
REVIEW OF FINAIÍCIAL STATEMENTS FORMATS SUBMITTED TO

INMATE WELFARE COMMISSTON (rlVC)
FORTHE PERIOD JULY t,20ll TITROUGH JUNE 30,2014

Reports Submitted Observ¡tions, Comments, Recommend¡tions
to Inmate Welf¡re CommissÍon ¡nd M¡n¡gementts Response

revenue in this report supports the amount of
revenue as presented in the cash balance
schedule.

5) ExpendÍtures Summary - This schedule is an As is, no improvements recommeuded.
itemization of the year to date inmate programs
and facilities expenditures by expenditure
categories.

6) Schedule Due From Other Funds - This
schedule is an itemization of the year to date
money due from other funds (within the
County) to the inmate programs and facilities
infrastn¡cture, The total amount of due from
other funds flows to the Closing Statement of
Net Assets.

As is, no improvements recommended,

7) Schedule of Due To Other Funds - This As is, no improvements recommended.
schedule is an itemization of the year to date
money due to other funds (within the County)
from the inmate programs and facilities
infrastructure, The total amount of due to other
funds flows to the Closing Statement of Net
Asscts,

8) Schedule of Accounts Payable - This is an As is, no improvements recommended
itemization of the inmate programs and
facilities infrastructure vouchers payable
balance year to date that flows into the
Statement of Net Asset.

9) Schedule of Vouchers Payable - This is an As is, no improvements recommended.
itemization of the inmate programs and
facilities infrastructure vouchers payable
balance year to date that flows into the
Statement of Net Asset.

5
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LOS A¡IGELES COUNTY
SIIERIFF'S INMATE 1VELFARE FUND

AGREED.UPON PROCEDURES
REVIEW OF FINA¡ICIAL STATEMENTS FORMATS SUBMITTED TO

TNMATE Wf,LFARE COMMTSSTON (rWC)
FOR THE PERIOD JULY l, 2011 THROUGH JUNE 30, 2014

Reports Submitted
to Inm¡te Welfare Commission

Exhibit B

Observations, Comments, Recommend¡tions
and Managemeut'g Response

l0) Schedule of Encumbrønces - This is an As is, no improvements recommended.
itemization of the in¡nate programs and
facilities infrastruoture encumbrances
(approved purchased orders but no delivery yet
of the products or services). This amount is
presented under net assets in the closing
statement of net assets.

ll) Schedule of Approved Requesß - This is an As is, no improvements recommended.
itemization of the inmate programs and
facilities infrastructure requests (approved
request for funding but no purchased order
yet). This amount is presented under net
assets in the closing statement ofnet assets.

6
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Exhibit B
LOS AI\GELES COUNTY

SHERIFF'S INMATE WELFARE FUND

AGREED-UPON PROCEDURES
REYIEW OF FINANCIAL STATEMENTS FORMÂTS SUBMITTED TO

TNMATE IVELFARE COMMTSSTON (rWC)
FORTITE PERTOD JULY 1,20ll THROUGH JUNE 30,2014

Ceneral Obssrvations

ln reviewing the foregoing reports we considered the usefulness of the data presented with regards to
the requirements of the lnmate Welfare Commission. We found the foregoing reports are useful for
the Commissioners in making decisions in overseeing the lnmate Welfare Fund.

We noted however, that the preparation of the foregoing reports would entail considerable time to
complete since these are manually prepared using the Microsoft Excel software, which is also
reconciled to the eCAPS reports.

Recommendation

As indicated in the prior-year audit recommendation, we recommend that the Department consider
automating the preparation of the foregoing reports by using computerized bookkeeping software or
to have the above reports captured and desig¡ed from the eCAPS.

Management's Besponse

The Department will continuç the process of automating the preparation of monthly financial
statements and related reports. To date, the automation of the schedule of expenditures and schedule
of encumbrances has been implemented.

?
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Exhibit C
LOS A¡IGELES COUNTY

SHERIFF'S INMATE \ryELFARE FUND

AGREED-UPON PROCEDURES
RECOMMENDED ADDITIONAL REPORTS TO BE SUBMITTED TO TTIE INMATE

WELFARE COMMISSION
FOR THE PERTOD JULY 1,2011 THROUGH JUNE 30,2014

Based on the review of the present reports submitted to the rWC, we recofilmend that the following
additional reports be prepared and submitted to the IWC:

Monthlv

l) Statement of revenues and expenditures (Exhibit C-l) - with comparative data of the previous
month. Currentl¡ the revenues and expenditures are presented only as supporting schedules.

End ofYear

l. Comparative balance sheet - with variance explanation for the end of year only, period 13 of
cCAPS (Exhibit C-2). This r€port is very useful in the evaluation the financial strength of the
IWF as compared to previous year data. Moreover, this report is needed by the independent
auditors to facilitate the performance of their annual audit.

2. Comparative statement of revenues and expenditures - with variance explanation for the end of
year only, period 13 of eCAPS @xhibit C-3). This r€port is very useful in evaluating the results
of operations of the IWF as compared to previous year operations. Moreover, this repoft is
needed by the independent auditors to facilitate the performance of their annual audit.

The sample formats of the foregoing reports are presented in the succeeding pages for additional
reference.

Management' s Respo..nse

The Department will revisit implementation of a Monthly comparative report as the automation of
existing repofs proceeds or is completed. Cunently the implemcntation of a Monthly comparative
report is not feasible at this time due to the labor intensive nBture of developing the existing reports
and time restrictions.

The Department will implement End of Year variance explanation reports (Comparative statement of
revenu€s and expenditures and Comparative balance sheet), period 13 eCAPS. However, the sub-
categories will vary from the examples provided (Exhibit C-2 anExhibit C-3).

8



LA COUNTY SHERJFF'S DEPARTMENT INMATE Wf,,LFARß F'UND

STATEMENT OF REVENUE ANII EXPENSES
FORTHE MONTII ENDED
(Sample [ormat)

Current Month

Total Inmate

Welfa¡e Fund
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Exhibit C - I

Last Month

Total Inmate

Welfare Fund

Inmate

Prograrns

Facilities
Infr¡sbuctu¡e

Revenue

Commissions:

Telephone

Commissary (Keefe)

Vending machines
'Iotal Commissions

Interest income

Jail enterprise unit
Vocational activities (Hobby Craft)

Miscellaneous

Total revenue

ßxpendltures
Badges, ID ca¡ds and emblems

Inmatc clothing
Other personal supplies

Barber and personal hygiene supplies

Building systems

Mail service

Etc. (itemized based on chart of accounts)

Total expenditures

Excess (deflclt) of revcnue over
Expcnditures

Transfers out to County of LA

Net e¡cesc (deficit) of revenue over

Expendltures

$ xx,xxx.xxx
xx,xxx,xxx
XX,XXX.XXX

XX.XXX.XXX

XX,XXX,XXX

XX.XXX.XXX

xx,xxx

XX,XXX,XXX
XX,XXX.XXX

xx,xxx,xxx
xx,xxx

XX.XXX,XXX

)o(,xxx,xxx
XX.XXX,XXX

XX,XXX

$ xx,xxx,xxx
XXXXX,XXX
XX,XXX.XXX

XX,XXX,XXX

XX,XXX,XXX
xx.xxxJ(xx

XX,XXX

$ XX,XXXXXX $ XX,XXX,XXX
XX,XXX.XXX XX,XXX,XXX

XX,XXX.XXX XX,XXX,XXX
XX,XXX,XXX XX.XXX,XXX XX,XXX,XXX XX,XXX,XXX

$ xx,xxx,xxx $ xx,xxx,xxx $ xx,xxx,xxx $

$ XX.XXX,XXX
XX,XXX,XXX

XX,XXX,XXX

xx,xxx,xxx
XX,KXX,XXX
XX,XXX,XXX

XX,XXX,XXX

$ XX,XXX,XXX
xx,xxx,xxx
XX,XXX,XXX
XX,XXXXXX
XX,XXX,XXX
XX,XXX,XXX

XX,XXX,XXX

S XX,XXX,XXX
XX,XXX,XXX

XX,XXX,XXX
XX,XXX,XXX

XX,XXX,XXX
XX,XXX,XXX
XX.XXX,XXX

XX,XXX"XXX

$ XX,,\XKXXX
XX,XXX,XXX

XX,XXX,XXX
XX,XXKXXX
XX.XXX.XXX
XX,XXX,XXX

XX,XXX,XXX

xx,xxx,xxx xx,xxx,xxx xx.xxx.xxx

XX.XXX,XXX XX.XXX,XXX XX,XXX,XXX XX,XXX,XXX

(xx,xxx,xxx) (xx,xxx,xxx) (xx,xxx,xxx) (xx.xxx,xxx)

$ xx,xxx,xxx $ xxxxx,xxx $ xx,xxx,xxx $ xx.xxx.xxx

9
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Exhibit C - 2

LA COUNTY SIIERIFF'S DEPARTMENT INMATE }YELFARE FIJND
COMPARATryE BALI\NCE SIIEET- END OF YEAR
AS OF _ (Pe¡iod 13)

(S¡mple Format)

Cun€nt Year

As ofPeriod 13

Læt Ye¡r
As ofPeriod ll

As¡el¡
Cash (Atlåchmsnt I)
Accounts receivable (AttachÍcnt lI)
lntercsl f€ceivable
Due from other funds (Attachment II)
Tot¡l s6sets

Ll¡bllltlec ¡¡d f,'und Brl¡nce
Due to otlrer fu¡ds (Attochment V)
Accounts pa'4Âble (Attachmmt VI)
Vouchers payable (Anuchmena VU)
Defsred wmue
Totrl ll¡bilities

tr'und Bsl¡nce
Commitled - Encumbranc€ (Attachmena üI)
Assigned - Appmvcd request (Attachm€nt [V)
Assigne/ - Outstanding requisitioñs (Attachment IV-A)
Totel

Unassigned

Tot¡l fu¡d b¡l¡nce

Tot¡l ll¡bllltle¡ ¡nd fund balance

Variance % ofVariance Variance Explanatíon

s xx,xxx,xxx $ xx,xxx.xxx $ xx,xxx.xxx %

xxx,xxx xxxJxx xxx,xxx %

xx,xxx xxJxx xx.xxx %

xx,xxx,xxx xx,xxx,xxx xx.xxx.xxx %

t xx,xxx,xxx $ xx,xxx,xxx 3 xx,xxx,xxx %

$ xx,xxx,xxx
xx.xxx
xx,xxx

xx,xxxJxx
xxxxx,xxx

xx,xxx,xxx
xxJxx,xxx

$ xx,xxx,xxx $ xx,xxx,xxx %

xx,xxx xx,xxx %

xx,xxx xx,xxx %

xx,xxx.xxx
)o(¡xx,xxx
xx,xxx,xxx
xx,xxx,xxx

xx.xxx,xxx
XX,XXX,XXX

xx,xxx,xxx
xx,xxx,xxx

xx,xxx,xxx %

xx,xxx,xxx

xx,xxx,xxx xx,xxx,xxx û/o

xx,xxx,xxx xx,xxx.xxx %

xx,xxx,xxx xx,xxx,xxx %

xx,xxx,rxx xx,xxx,xxx

XX,XXX,XXX %

xx,xxx.xxx %

s xx,xxxJxx $ xx,xxx,xxx s xx,xxx,xxx %

l0



LA CO[JNTY SHERIFF'S DEPARTMENT INMATE WELFARE FTJND

COMPARATIVE STATEMENT OF REVENI]ES AND EXPENDITURES
FOR THE FISC.,\L YEAR ENDED (Pcriod I to 13)

(Somple Forrn¡t)
Current Yeår [Æt Yeûr

Period I to 13 Pedod I to t3
Revenue

Comission^s:

Telephone

Commissary

Vending machines

Total Comissions

Attachment
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Exhib¡r C - 3

Variance % of Variance Vuisrse Explamtion

¡ xx,xxxxxx %

XX,XXKXXX %

xx.xxxJ(xx

$ xx,xxx,xxx
xx,xxx,xxx
xx,xxx.xxx

s xx,xxx,xxx
XX,XXX,XXX

xx.xxx,xxx %

xx,xxx,xxx xx,xxx,xxx xx,xxx,xxx 6/u

Intef€st income

Jail enterprise unit

Vocational activities
Indigent kits
Misællaneous

Tot¡l rcvenue

Erpendltus
Badgcs, ID cards md emblans
Inmate clothing
Other personal supplies

Barber md peßonal hygisnc srryplies

Building systems

Mail service

Etc, (itemized based on chsrt ofaccounts)

Total expendlturer

$ xx.xxx.xxx $ xx,xxx,xxx s xx,xxx,xxx

xx,xxx,xxx
xx,xxx,xxx
xxJüx,xxx
xx,xxlixxx

xx.xxx

XX,XXX,XXX
xx,xxx,xxx
xxlxx.xxx
xx,xxx,xxx

xx,xxx

xx,xxx,xxx
xx,xxxxxx
xx,xxxxxx
XX,XXX,XXX

xx,xxx

o/¡

%

Y6

%

%

¡ xxJxx,xxx
xx,xxx,xxx
xx¡xxJxx
xx,xxx,xxx
XX,XXX,XXX

xx,xxx,xxx
xx,xxx,xxx

s xxJxx,xxx
xx,xxx,xxx
xxxxx.xxx
xxJüx,xxx
xx,xxx,xxx
xx,xxx,xxx
xx,xxx,xxx

s xx,xxx,xxx
XX,XXX,XXX
xx,xxx,xxx
xx"xxx,xxx
xxJxx,xxx
xx.xxxxxx
XX.XXX.XXX %

%

ô/o

%

%

%

%

Yo

Ercecr (defìcit) of revenue over expendltures xx,xxx,xxx

(xx,xxx,xxx)Tmnstbs out lo County of LA

Net erces$ (deflcit) of rcvmue over erpeodlturtr S XX,XXXJ(XX S

ll

xx,xxxxxx xx,xxx.xxx xxxxxxxx

xx,xxxxxx

(xx.xxx.xxx)

XX"X.XX.XXX '/o

(xx.xxx.xxx)

$ xx,xxx,xxx %
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Exhlblt I)
LOS AIIGELES COUNTY

SHERIFF'S INMATE 1VELFARE ['UND

AGREED.UPON PROCEDT.]RES
RE\rIE\ü OF INTERNAL CONTROLS OVER REYENUE A¡ID EXPENDITURES

FOR THE PERIOD JULY l, 2011 THROUGH JUNE 30, 2014

Overall, based on the results of ou¡ review of the Inmate Welfare Fund's intcmal controls,
particularly in the areas of disbursements process and controls ov€r revenu€s and expenditur€s, we
found that the controls are generally working. We noted no findings or internal control weaknesses
during our audit for the fiscal years 20ll/2012,201212013, and20l3l20l4.

t2
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Exhibit E
LOS ANGELES COUNTY

SIIERIFF'S INMATE WELFARE FUND

AGREED'UPON PROCEDURES
FOR THE PERIOD JULY l,2011 THROUGH JUNE 30, 2014

STATUS OF PRIORYEAR'S AUDIT FINDINGS AND RECOMMENDATTONS

St¡tus ¡s of FY 20132014 Managementrs ResponsePrlor Ye¡rs Audit Findings and
Recommend¡tions

Prior-Auditorts Recommendatlons :

Manual - ptoççsqx.g_____a4

computine us€d to ac

IWF funds - The In¡nate
Welfare Fund should acquirr
an accounting system that is
specifically designed for a

govemmental organization and

has the capabilities to perform
the reportorial requirements of
the Depaflment. This would
increase the amount of
information available to the
Department, decrease the
amount of time involved in the
preparation of r€ports and data,
decrease the possibility of
human errors, and increase the
security flexibility of IWF
accounting information.

2. Untimelv Refund of IWF
Monies - The Department
should follow-up with the
Hacienda La Puente School
District (District) at the end of
eaeh hseal year h order to
ensufe that it receives its
monies timely.

Partlally Resolved.
As of June 30, 2014, the

Expenditure Detail and
Encumbrance Detail Schedules
have been automated. Other
reports and schedules coniinue to
be prepared using Microsoft
Excel software.

Partially Resolved.
The latest reimbursement
received from the District was on
May I l, 2012, which was

applicable for FY 2008-2009
Average Daily Attendanee (ADA)
apportionment.

The Department sent a demand
letter to the District for the FY
2009-2010 ADA reimbursem€nt
of $4 Million. The adult
education services provided by
the District to the tnmatcs were
terminated during fiscal year
2010-201 r,

The Department will contrnue
thc process of automating thc
preparation of monthly
reports to address the
recommendation. The
automation of other reports is
delayed due to the limited
availabilìty of resources (e.g.,

personnel and financial
resources) and other priority
projects.

As of May 26,2015, by way
of mediation process, a

tentative settlement has been
reached between the County
and Haeierrda La Puontc
Unified School District.
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Tåþphofls: 310.792.4640

Facsl¡nle: 310.7S2.4$1

C¡illl¡d Publlo Acoou¡t¡¡t¡ ¡nd ÀM¡on

August 3,2015

Jim McDonnell
Sheriff
County of Los Angeles
Los Angeles, Califomia

DearMr. McDonnell:

We have audited the basic financial staternents of the County of Los Angeles Sheriffs
Department Inmate Welfare Fund (IWF) as of and for the fiscal years ended June 30, 2014,
2013, and 2012, and have issued orr report thereon dated August 3, 2015. Professional
standards require that we advise you of the following matters relating to our audit.

Our Responsibitlty under Generelly Accepted Auditlng Stsnderds (and when applicable,
Gove¡nment Audíling Standards)

Our responsibility, as described byprofessional standards, is to form and express opinions about
whether the financial statements that have bcen preparcd by managcmcnt with your oversight are
presented fairl¡ in all material respects, in conformity with accounting principlæ generally
accepted in the United States of America. Our audit of the financial statements does not relier¡e
you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standa¡ds, is to plan and perform our audit to
obtain reasonable, rather than absolute, assurânce about whether the financial statements are free
of material misstaternent. An audit of financial statements includæ consideration of intemal
conhol over financial reporting as a basis for desigrring audit procedures that are appropriate in
the circumstarices, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control over financial reporting. Accordingly, as part of our audit, wc
considered the intemal control of IWF solely for the purpose of determining our audit procedures

and not to provide any assuranc€ conceming such internal contol.

We are also responsible for comrnunicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures for the purpose of identiffing other
matters to communicate to you.

There were no findings regarding sigrificant control deficiencies over financial reporting and
material noncompliance noted during our audit.

CCAflaßon ßlcc up
21250 HÉwüþrE Blvd. Suiþ 1Í)
Tonance, CA 90503

wuw.bcâwâbonficr.com
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Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously
communicated to you during our entrance conference.

Qualitative Aspects of the Entity's Significant Accounting Practices

Sig niJìc a nt Account ing Po I íc ie s

Managønent has the responsibility to select and use appropriate accounting policies. A
summâry of the significant accounting policies adopted by tWF is included in Note 1 to the
financial statements. There have been no initial selection of accounting policies and no changes
in significant accountingpolicies or their application during fiscal years 2013-14,2A12-13, and
2011-12. No matters have come to our attention that would require us, under professional
standards, to inform you about (l) the methods used to account for sigrrificant unusual
transactions and (2) the effect of significant accounfing policies in controversial or emerging
areas for which there is a lack ofauthoritative guidance or consensus.

SigniJìcanr A ccounting Es tirnates

Accounting estimates are an integral part of the financial statements prepared by managernent
and are based on management's current judgments. Those judgments are normally based on
knowledge and experience about past and currËnt events and assumptions about fi¡ture events.
Certain accounting estimates are particularly sensitive because of their sigrrificance to the
financial statements and because of the possibility that future events affecting thern may differ
markedly from management's current judgments.

The most sensitive accounting estimates affecting the financial statements are encumbrances.
Encumbrances are estimations of cost related to unperformed contracts for goods and services.

Management's estimate of the encumbrance is based on expenditures that will ultimately result if
unperformed contracts in process at fiscal year end are cornpleted. We evaluated the key factors
and assumptions used to develop the encumbrance and determined that it is reasonable in relation
to the basic financi¿rl statements taken as a whole.

F inancia I S lateme nt Dis clos ure s

Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their sigrrificance to financial statement usÊrs. The most sensitive disclosures
aflecting IWF's financial statements relate to Note 7, Subsequent Events.

The IWF had an agreement with the Hacienda La Puente Unified School District
(District) to establish, supervise, and maintain classes for adult education and to
provide testing, guidance, and educational vocational services at the Sheriffs
Facilities. The IWF made quarterly payments throughout the fiscal year (based

on an estimated amount determined prior to the start of the fiscal year) to
reimburse the District for the cost of services provided for inmates. After the
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fiscal year end, the District determined the actual arnount expended for the IWF
and took this difference and added in the amount that the State reimbursed the
District for the Average Daily Attendance (ADA) of the inmates. This amount
was refunded back to the [WF.

During fiscal year 2010-2011, the fWF discontinued the adult education services
provided by the District to the inmates due to the District's inability to meet the
obligation of the agreement, particularly the remittance of the ADA
reimbursement for the fiscal years 2008-2009 au:,d20O9-2010, On May 17,2011,
the IWF formally info¡med the District of its intention to teminate its Adult
Education Services Agreement effective August 15, 201L On May ll,2012,the
IWF received $5,803,126 from the District as reimbursement of the FY 2008-
2009 ADA apportionment. The ADA reimbursement for fiscal year 2009-2010 of
$4 million remains uncollected from the District as of the date of this r€port,

Significant DiffÌculties Encountered during the Audit

We encountered no sigrrificant difficulties in dealing with management relating to the
performance of the audit.

Uncorrected ¡nd Corrected Misstrtements

For purposes of this communication, professional standards require us to accumulate all known
and likely misstatements identified during the audit, other than those that we believe are fivial,
and comrnunicate them to the appropriate level of management. There are no uncorrected
misstatements relating to IV/F.

I)isagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, conceming a financial accounting, reporting,
or auditing matter, which could be sigrrificant to [WF's financial statements or the auditor's
report. No such disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written re'presentations from management, which are included in the
letter dated August 3, 2015.

Management's Consultatlons with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and

accounting matters. Management informed us that, and to our knowledge, there werc no
consultations with other accountants regarding auditing and accounting matters.
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Other Signiflcant Findings or Issues

In the normal course of our professional association with [WF, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory csnditions affecting the entity, and operational plans and strategies that may affect thE
risks of material misstatement. None of the matters discussed resulted in a condition to our
retention as [WF's auditors.

This re,port is intended solely for the information and use of the use of the management of the
County of Los Angeles Sheriffs Department, the County of Los Angeles Board of Supervisors,
Auditor-Controller, and the Inmate Welfare Fund Commission and is not intended to be and
should not be used by anyone other than these specified parties, However, this limitation is not
meant to limit the distribution of this report which is a matter of public record.

Very truly yours,

gÅu,)rl*'.' Qø,LuP
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